CONTINENTAL 
RCES LIMITED 


TO THE SHAREHOLDERS OF 


REPORT OF THE DIRECTORS 


TRANSCONTINENTAL RESOURCES LIMITED. 


The directors are pleased to present the audited consoli- 
dated financial statements of Transcontinental Resources 
Limited and Subsidiary Companies for the year ended 
June 30, 1972. 


ATKINS & DURBROW LTD.: 


During the past year your Company has acquired a 
further 5,800 shares of Atkins & Durbrow Ltd. at a cost 
of $2,320 and now owns 96.85% of the issued capital of 
that Company. 


The net earnings of Atkins & Durbrow Ltd. for the 
year ended June 30, 1972 amounted to $185,859. 


The inventory of Peat Moss available for sale in the 
coming spring is 282,000 bales. This compares with 
293,000 last year. Production this year was lower due to 
the unusually bad weather conditions during the past 
summer. 


With expenditures made to increase production in the 
plants at both Port Colborne and Caraquet it is expected 
the earnings of Atkins & Durbrow Ltd. next year will be 
much improved. 


OIL INTEREST: 


The income from the oil interest of Atkins & Durbrow 
Ltd. in the Hondue Mitsue Field is $47,380 for the year 
ended June 30, 1972, as compared to $39,000 for the pre- 
vious year. 


SECURITIES: 


The major portion of your Company’s investment port- 
folio as at June 30th, 1972, is listed below: 


5,000 shares—Ranger Oil (Canada) Ltd. 


$40,290 —Ranger Oil (Canada) Ltd. 
Convertible 6% Note 


15,200 shares—Coast Copper Mines Ltd. 


1,300 shares—International Nickel Company 
of Canada Limited 


53,500 shares—Giant Mascot Gold Mines Ltd. 


Subsequent to June 30th the Convertible Note of Ranger 
Oil (Canada) Ltd. has been exchanged for 2,686 shares of 
that Company. 


GENERAL BUSINESS: 


Your Company still has an 80% interest in ten Mineral 
Claims in the Atlin Mining Division of British Columbia 
acquired earlier this year through its wholly owned 
subsidiary, Transcontinental Petroleums Limited. 


As your Company wishes to expand its investments 
your Directors are continually working towards this end 
and serious consideration is being given to all oppor- 
tunities presented to this Company. 


During the year, Mr. F. W. Schroeder, a Director and 
the Treasurer of your Company, and Mr. R. H. Tupper, 
Q.C., a director, passed away. For many years both had 
been valued members of the Board of Directors. 


Mr. Frank B. Kilshaw, the former President of your 
Company, resigned last March as he wished to devote his 
efforts full time to his personal affairs. 


Submitted on behalf of the Board of Directors, 


JOHN R. MILNER, 


President. 
Vancouver, B.C. 
November 30, 1972. 


TRANSCONTINENTAL RESOURCES LIMITED 


and subsidiary companies 


CONSOLIDATED STATEMENT OF INCOME 


Six months 


Year ended ended 
June 30, 1972 June 30, 1971 
SUN Oe FTES ester eau 8 SEN a, So nee ae gee ¢ eee Conan RS, one aoe Se $1,019,739 $913,758 
RBS CO Ly SEL eee ee Rein I ope Minette Peal eine ys 524,905 420,078 
OSS EDLON ere re ee en Pee Ae 494,834 493,680 
Selling, administrative and general expenses eee 211: 20b loool 
LSS) GP: YEON Tae BREF a 1 EI Pa Da es A cr MS Se GRR) ee 58,430 64,304 
MiMmeraiNcomensnet ol OLN! EXPENSES: .26.. 6 5 once c cee neececa gee secescctencceeoeeetee ss (7,899) (15,999) 
261,736 181,856 
Income before income taxes and minority interest _.............2222.2222.....-.---- 233,098 311,824 
Income taxes 
CORI RCSING — Lael 5 sk ey Sag ee ome nt WORE nr eee RR Sites «ane eee A) Ae Te a 109,882 181,580 
LIM OTIEN SC beans Mei Bie eee ed ee a er RL lee 5,256 -— 
115,138 181,580 
PETE OMICBDCLOLErIMINOLILY 11 COLOR pee ach ee oe ac kee a ots 117,960 180,244 
Minority interest in net income of subsidiary company .....................--- ___ 6,784 TA0L 
Perr Oils Ree Dire BAR 3 ro tos eles: $ 111,176 $122,543 
LODSSS EE Tegey [OVS SU RAN goer SIS 7c EE toed Reet ee On CIN UB CREe $ 025 $ 025 _ 
CONSOLIDATED STATEMENT OF DEFICIT 
Six months 
Year ended ended 
June 30, 1972 June 30, 1971 
Peat anee AL sbecinning 01 Voare.. ee eet tty full ey $ 621,020 $743,563 
Decmmiicoiie war tnGcyeariea oni. ete BOG 8 110176. 122,548 


(ESPNS FEA M9 DS 0 BO SOD $ 509,844 $621,020 


Current Assets 


Cash, including short-term deposits ........... 


Accounts and accrued interest receivable 


TRANSCONTINENTAL 


(Incorporated und 
and subsidiary 


CONSOLIDATED BALAI 


(with comparative 


ASSETS 


1972 1971 


vnulp dl SS ae eae eee $ 260,710 $ 301,850 
MR OMM NPN eke She aes oh 219,351 382,238 


Income taxes recoverable <:. 222) ae eee 16,532 — 
Inventories, at the lower of cost and net realizable value _................ 199,089 85,897 
Prepaid. expenses | .2:.. ..cecccy ce ence eee 6,256 3,963 


Shares, Advances and Other Interests 


at cost less amounts written off (note 2) 


701,938 773,548 


Beran telnet crf |. 701,990 764,824 


Fixed Assets, Preproduction and Development Expenses 


(notes)3  andisA ) teas gored: cea ee ee 


Other Assets 


ene MEE ree ES Na 382,641 356,343 


Excess of purchase price paid over net book value 
of subsidiary companies at dates of acquisition -...............22............ 139,944 140,048 


Organization expenses. ee 


jatia ie 1,343 1,343 


141,287 141,391 
$1,927,856 $2,036,106 


AUDITORS’ REPORT TO THE SHAREHOLDERS 


We have examined the consolidated balance sheet 0 
nies as at June 30, 1972, and the consolidated statemen’ 
the year then ended. Our examination of Transcontinent. 
a general review of the accounting procedures and such 
as we considered necessary in the circumstances. For th 
carried out such enquiries and examinations as we con 
auditors for the purposes of consolidation. 


In our opinion these consolidated financial statemen' 
at June 30, 1972 and the results of their operations anc 
ended, in accordance with generally accepted accounting 
preceding period. 


October 26, 1972 


ESOURCES LIMITED 


laws of Ontario) 
anies (note 1) 


SHEET — JUNE 30, 1972 
sat June 30, 1971) 


LIABILITIES 


Current Liabilities 


Debentures not presented for redemption 
Surrenteporiions0l long-term debt... ec eS 


Long-Term Debt 


Bamkeot. Montreal. capital loan jc cn een cee ee ety ee eee 


SHAREHOLDERS’ EQUITY 
Capital Stock 


Authorized — 6,000,000 shares of no par value 
Poeuede— 24,735,759. Shares. eee Re 


WOES 0S sane ee a oe 
Approved by the Board 

JOHN R. MILNER, Director 

F. H. FINDLER, Director 


RANSCONTINENTAL RESOURCES LIMITED 


iscontinental Resources Limited and subsidiary compa- 
ncome, deficit and source and application of funds for 
ources Limited of which we are the auditors included 
of accounting records and other supporting evidence 
bsidiaries of which we are not the auditors, we have 
1 necessary in order to rely on the reports of the other 


sent fairly the financial position of the companies as 
source and application of their funds for the year then 
‘iples applied on a basis consistent with that of the 


THORNE GUNN & CO. 


Chartered Accountants 


1972 1971 


— $ 70,000 
$ 106,901 109,034 
9,122 138,202 


15,493 16,061 
9,572 9,572 
— 7,500 


141,088 350,369 


— 20,000 
5,256 — 
44,759 40,160 


2,246,597 2,246,597 


509,844 621,020 


1,736,753 1,625,577 
$1,927,856 $2,036,106 


TRANSCONTINENTAL RESOURCES LIMITED 


and subsidiary companies 


CONSOLIDATED STATEMENT OF SOURCE 
AND APPLICATION OF FUNDS 


Six months 
Year ended ended 
June 30, 1972 June 30, 1971 


Source of Funds 


Operations 

Netincome forthe year 2 eee ae ee $ LIL, 176 ss 1225545 

Items not involving current funds 
Depreciation, depletion and amortization ..........-.2-2-.2.----eecccceeeee ee 55,449 Soc 
Amortization of interest in oil leases and gas plant .................. 47,340 8,191 
Loss” on*secunities, nete. (4 2) a eee 58,430 64,304 
Minority interest in net income of subsidiary company .............. 6,784 7,701 
Deferred income'taxes 2.45.5)..35 5.6 eee eee 5,256 — 
Other: ©. SO ee ee ee ee (5,006) 4,589 


279,429 244,890 


Working capital of subsidiary company 


Atkins & Durbrow Ltd‘at date of acquisition: 2 = = — 571,481 
Sale of shares 

subsidiary Company —.. 2) oe ee — 87,806 

Other COMpanies. .- oo. Si tat 26,040 
Proceeds from salé.of equipment... eee 7,558 — 
Repayment of advances 

subsidiary companies 2... 220 3 ee — 32,186 

Associated and other.companics 92 eee ee lG2is 3,124 


395,991 966,127 
Application of Funds 
Purchase of shares 


Subsidiary “company. cc. eee 2,080 3,156 
Other: companies>..2 3 ee eee 127,359 — 
Purchase of fixed assets and mineral claims ......:....................--.--------- 99,281 16,395 
Reduction of pension liability’... 222]... — 16,0438 
Loan. to ‘employee ) 22. <.2005.0 kee eee 9,600 — 
Repayment: of lone-termudebt .......0.2 2... eee 20,000 7,500 
258,320 43,094 

Inerease. in. working weanitale. . 2 ee ee eee 137,671 923,033 
Working capital (deficiency) at beginning of year ................22222.-00------- 423,179 (499,854) 


Working capital atzend of veare =e... $ 560,850 $ 423,179 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 
Year ended June 30, 1972 


1. BASIS OF PRESENTATION 


The consolidated financial statements include the accounts of Transcontinental Petroleums Limited 
(wholly-owned) and the consolidated accounts of Atkins & Durbrow Ltd. (96.35% owned). 
Current assets and liabilities of Atkins & Durbrow Ltd.’s subsidiary companies operating in the 
United States have been converted to Canadian dollars at the current rate of exchange. Fixed as- 
sets have been converted at the rate of exchange existing at the time when purchased and income 
and expense at the average rate of exchange over the year. 


The excess of the net book value of Atkins & Durbrow Ltd.’s wholly-owned subsidiary, Atkins & 
Durbrow (N.B.) Ltd at the date of acquisition, over the cost of the shares thereof, amounted 
to $30,453 and has been deducted on consolidation from the unamortized preproduction and de- 
velopment expenses. 


No provision has been made for any income tax charge to which undistributed earnings of U.S. sub- 
sidiaries may be subject to when remitted to the parent company, as the amount of earnings which 
may be transferred in the future and the rates of tax which will be applicable at that time are 
not known. Such taxes will be reflected only at the time of actual dividend remittance. 


2. SHARES, ADVANCES AND OTHER INTERESTS 


1972 1971 
Marketable securities, at cost 
(market value 1972 - $615,032, 1971 - $599,280) _......_..._..8 $ 424,862 $ 465,097 
SCO SNE PCG yt te a te eee a te Se 84,707 287,041 
Advances to associated and other mining companies _........._-__ — 17,273 
Loan to employee, net of portion due within one year 9,600 — 
iMncerestineoll leases and (castplant, 65 Ba ae we ee 203,063 242,141 
Mxplorationsexpenditures deferred (2.35 2 48,758 48,272 
770,990 1,059,824 
Messsallowance  1or Gechine in Value... a. ee a 69,000 295,000 


$ 701,990 $ 764,824 


3. FIXED ASSETS, PREPRODUCTION AND Accumulated 
DEVELOPMENT EXPENSES depreciation, Net 
Original depletion and book 
cost amortization value 
isi eee ear oer eee Seo tinn alts 4 Clee Ed $ 32,908 — $ 32,908 
SOOM UINOCES 0 Vip ne i 127,464 $43,133 84,331 
LRN VU WT ay c: pegtte lea Sea ie Re tines Semmens ieee 5 eee ene 189,210 wistia 117,438 
Machinery and equipment -.._..............-...---W0.---------- 239,521 174,172 65,349 
ACIIC1CG es pene Wine Go ed atl 4 te es Re aes 131,993 71,834 60,159 
721,096 360,911 360,185 
Preproduction and development 
PXDCUSES TOLCML) See 8 5 ee 87,859 65,403* 22,456 
$808,955 $426,314 $382,641 


*Figure includes the $30,453 referred to in note 1 above. 


The company provides depreciation at rates which will amortize the cost of these assets (exclud- 
ing land) on a straight-line basis over the estimated useful life of the assets. The 1971 provision 
of $55,449 includes depreciation of $41,089, depletion of bogs $7,621, and amortization of prepro- 
duction and development expenses of $6,739. 


4. PEAT BOG LEASE 


A subsidiary company of Atkins & Durbrow Ltd., Atkins & Durbrow (N.B.) Ltd., currently leases 
its peat bog from the Government of New Brunswick, and, under the terms of this lease, which 
expires in May 1991, the subsidiary pays to the lessor a royalty of $.20 per ton of peat extracted 
and a nominal rental of $13.20 per square mile per annum. 


5. OTHER STATUTORY INFORMATION 


Direct remuneration of the companies’ directors and senior officers (including the five highest 
paid employees) amounted to $77,550. 


CONTINENTAL 
RCES LIMITED 


